The following comments evolve from two assumptions: 
(1) The 'tproblem'! to be solved is how to cope with catastrophic 
medical expenses. 
and 


(2) The solution is insurance. | 


Within this frame of reference, the following comments still do 
not offer a remedy for the catastrophic who has a plan of health insurance 
other than the Agency's Association Benefit Plan (over which we have 
no control of benefits or rates) nor do they speak tothe felatiyely few 


employees who may have no health insurance at all. 


_ 
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THE FEDERAL ee HEALTH BENEFITS PROGRAM ~ 


‘The Federal ‘Employees Health. Benefits. Program was evoked in’ 


i. 1959 by Public Law 86- 382. Tt provides for a . variety of heaith insurance . 


plans, to: be made. available. to. fedcesi employees with. the government: 


ai alwee Sana s Se Hee 2 


ek bearing a portion. of the ‘premium Sent Types: of plan provided, for aré! 


ee wGéverhmént- ‘wide Seuvice and Indémnity Benefit Plans’ 
. (Blue Cross~Blilue Shield and Aetna) ‘ 


ssbivigiovee Oren ion (Union) Piawe °s 
-Individual and Groab Practice Comprehensive Plans 
(Serving specific cities or geographic areas) 
The program is administered by the U. Ss. Civil Service Commission 
and the eomaezien contracts for benefits and rates with the participating 
plans as well as establishes regulations concerning eligibility, enrollment 


procedures, permissible changes in enrollment, etc. 
THE AGENCY'S ASSOCIATION BENEFIT PLAN GEXA 


The Agency's health insurance plan, the Association Benefit Plan, 
is one of 41 plans which participate in the Federal Employees Health 
Benefits Program and as such is subject to the provisions of law and 
federal regulations pertaining to that program. Through the sesasosins 
organization known as Government Employees Health Association, Inc. 


oe bee pac reeioes annually eee eas benetits jong rates that. 
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are part ofa contract Green GEHA aaa the U. Ss. Civil Service Com- 
mission. Benefits and rates. areon. a calendar year basis and. any: 


proposed ehanese) must be submitted to the Commission by 31 August eo 


x ‘of. the preceding year. _GEHA gone not aeehte insure!" Har. vather Bes a. - ‘keene 


policy with Mutual of Omaha 1 to under rwrite the, total a1 Plan and toa vay, the — 
_- claims of overt retiree 8.. eis Ce eeets. overt or. covert, ome 
‘are proceésed within the Agnus by sees personnel. I tinde®’thiese 
- agreements, i.e., ‘between GEHA and the Commission, and betweéi. ’ 
GEHA and Mutual of Omaha, neither GEHA nor Mutual of Qmaha is 


likely to make or lose large sums of money. Mutual is limited to a 


risk charge and comimission of 21.08% of thé gross premium, pliis actual" 


administrative expenses, GEHA is limited to administrative (salary) 
expense ge, Nay peenanes a aucede eens eeaees, ols waren : at 
cue éxpenes- ee sk cha peece seston. Rane ate a gpeciat an 
beware for the ee usé of GEHA's Association Benefit Plan to 
increase its benefits or forestall a rate increase. A substantial loss 
by Mutual is unlikely since one year's loss will be offset by inc reasing 
the following year's premium rate. | 

. GEHA se nestehes maintain Association benchtPian benéfits 
Sonparabients ate ge of the two abe cane was plane while at the bane 


{time keeping.premiums,at.or:below the cost ofthese, Pipes: This. is. 


. considered essential Since pectic at in the ABP is required of all = 


o. “tee aa Pao 
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employées under cover. Because the ABP is an experience rated“plan 
‘any increased claims expense, including that due to benefit liberalization; 
must be-borne by the e ABP!s. own enrollees through inc reased premium. 


. Any. benefits. that. are increased are. ecgdeacaean oie rhe underwriter" S.. 


actuaries into anticipated annual inc rease in claims dollars and premiums 
- will be Janene accordingly... We must pay. the full price of tes as See 
“we ask for. Bearing this in mind; considération could be given to the 


following: 
INCREASES.IN BENEFITS OF AGENCY'S:HEALTH INSURANCE PLAN: 


whee wey ait Gwe ao aiddgance dct dveth 9606 to soine greater’ "0" 
percentage. This is hardly an appropriate remedy since it would raise 
ie tga i ee Pia ele esses Soca. 
Nene the ete ee an expensive-price eee 
2. Increase the ABP peace le Kenatit from 80% to pul 2 soewages. 
after X thousands of dollars in major medical benefits have been paidin 
a ealéndas year. This isa variation of 1 above bik it does not take 
ettees hae the PaPSEe becomes a catastrophic case, It would apply to 
oo es ' . thé ‘few.who' need it the most. and theréfore would be less S bontly kam : eee 
| 7 Add a ager eed benefit" einai to | CHAMPUS aoenanns | | 


voto, the ABP)... Phis.wauld have ve tieaed wpecific applications’ His costly. at 


wie ies AS Laat naa Ba get 
ro Opens See Rae 


ER RE Te Peg Tet ST US rea POET oe + 


“*The CHAMPUS Handicapped ‘program is not Utopia.: It limits benefits to. a . 
maximum of $350 per month and requires the patient's sponsor to pay some 


part of the monthly cost according to his grade. 
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and it ade stionable if underwriter could be persuaded to pease cas 
Yay Initiate a "Handicapped Plan" on its own. ‘It is doubtful if 
anyone would Gidea such a program. “Also doubtful if anyone other : 
"+, than, employees. who ere have dabaldapeed family members eaten 
daroll, nae course or action wuld have a: high risk Fo ee | 
selection against such a. plan. 
oa 5. Increase thé ‘ABP ee major medical benefit from’ 
‘ . } Fo, 000 _ 
current $30,000. Probably the most feasible change. Will involve snly 
the catastrophic few who need it. 
6. Wide scaue he ria ee eS days (presently 90) dukivieswhich Basic " 


a ge, 


‘Benefits dre paid for hospital expenses.” °° 


| eviews 
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